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FINANCIAL INFORMATION



Board of Commissioners
Sonoma County Community Development Commission
Santa Rosa, CA

INDEPENDENT AUDITORS’ REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of business-type activities of the Sonoma County Community
Development Commission as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the Commission’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our auditin
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risk of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities of the Sonoma County Community Development Commission, as of June 30,
2015, and the respective change in financial position and cash flows thereof for the year then ended in accordance with
the accounting principles generally accepted in the United States of America.












Management Discussion and Analysis (continued)

For the Year Ended June 30, 2015

Financial Analysis

The Commission's total net position from governmental activities increased during the current fiscal year
in the amount of $7,650,388. The year-to-year change in total net position is a result of the net change of
revenues and expenses during the year. The following table represents a comparative analysis of the net

position of the governmental activities at June 30, 2015 and 2014.

Current assets
Non-current assets
Total Assets

Deferred outflows of resources

Current liabilities
Non-current liabilities
Total Liabilities

Deferred inflows of resources

Net Position
Investment in capital assets
Restricted
Unrestricted
Total Net Position

Analysis of Net Position— Various Commission activities contributed to the total increase in

Change
June 30, 2015 June 30, 2014 Amount Percentage
$ 20,015,196 S 18,436,095 $ 1,579,101 9%
77,365,439 69,998,537 7,366,902 11%
97,380,635 88,434,632 8,946,003 10%
575,868 - 575,868
889,346 928,403 (39,057) -4%
1,791,572 228,611 1,562,961 684%
2,680,918 1,157,014 1,523,904 132%
347,579 - 347,579
9,669,238 9,751,748 (82,510) -1%
576,988 292,548 284,440 97%
84,681,780 77,233,322 7,448,458 10%
S 94,928,006 S 87,277,618 S 7,650,388 9%
net position.

The following table shows the change in net assets by program.

Program

Housing Choice Voucher Program
Hazard Mitigation - Flood Elevation

County Fund for Housing
Other HUD Funded Programs
All Other Programs

Changein net
position

S 117,731

2,151,317
2,915,149
1,522,828
2,313,910

S 9,020,935

The Commission administers the Sonoma County Housing Authority. The Housing Authority’s largest
program is the Housing Choice Voucher Program. The net position of this program increased by $117,731
during the fiscal year ended June 30, 2015.

The second largest increase in net position was in the Commission’s Flood Elevation program, funded by
FEMA. Operating expenses in the fund were much lower than anticipated, resulting in a substantial
increase in net position of the fund. This amount is being held to fund shortfalls in future years and to
supplement other funds that fall within the Construction Services Department, such as CDBG and

CalHome.



Management Discussion and Analysis (continued)
For the Year Ended June 30, 2015

The County Fund for Housing receives revenue through Sonoma County’s Permit and Resource
Management Department. During fiscal year 2014-15, $1.4M was given to a low income housing
development project in the form of a low interest 20-year loan.

The remaining changes in all other funds of the Commission are due to normal business activities.

The following table is a comparative analysis of the Statement of Revenues, Expenses and Changes in Net
Position for fiscal years ended June 30, 2015 and 2014.

Change
June 30, 2015 June 30, 2014 Amount Percentage

Operating revenues S 41,749,767 S 38,319,694 S 3,430,073 9%
Operating expenses (34,296,530) (33,916,100) (380,430) 1%
Operating income (loss) 7,453,237 4,403,594 3,049,643 69%
Non-operating revenues (expenses) 1,567,698 1,509,801 57,897 4%
Capital contributions and net transfers - - -

Change in Net Position S 9,020,935 S 5,913,395 S 3,107,540 53%
Beginning net position S 87,277,618 S 81,364,223 $ 5,913,395 7%
Changein net Position 9,020,935 5,913,395 3,107,540 53%
Prior period adjustments (1,370,547) - (1,370,547)

Ending net position S 94,928,006 S 87,277,618 S 7,650,388 9%

Capital Assets and Debt Administration

Capital Assets

As of June 30, 2015, investment in capital assets for its business-type activities was $9,669,238 net of
accumulated depreciation. This investment in capital assets includes land, buildings, improvements,
equipment and construction in progress.

Change
June 30, 2015 June 30, 2014 Amount Percentage
Land S 6,750,000 $ 5,450,000 $ 1,300,000 24%
Buildings and improvements 3,642,015 4,714,218 (1,072,203) -23%
Equipment 119,836 117,359 2,477 2%
Accumulated depreciation (842,613) (688,274) (154,339) 22%
Capital Assets (net) S 9,669,238 S 9,593,303 S 75,935 1%

The Commission’s capital assets were comprised of several computers, a shopping center, two single-
family homes and a rent-restricted affordable apartment complex at the beginning of the fiscal year.

Debt Administration
At June 30, 2015, the Commission had no long-term debt outstanding.



Management Discussion and Analysis (continued)
For the Year Ended June 30, 2015

EXPENDABLE FUND BALANCE

The expendable fund balance is a measure of the Commission’s liquidity. If all current assets, less
materials inventory, are converted to cash and the Commission pays all current liabilities, the amount of
cash remaining is the expendable fund balance. The number of months of expendable fund balance is
calculated by dividing expendable fund balance by monthly operating expenses. See the table below for
an analysis of the Commission’s expendable fund balances:

Change
June 30, 2015 June 30,2014 Amount Percentage
Expendable fund balance $ 19,125,850 $ 17,507,692 S 1,618,158 9%
Number of months of expendable fund
balance 6.69 6.19 0.50 8%

Economic Factors and Next Year's Budget

The Commission will continue to rely primarily on federal funding, specifically HUD, for Community
Development and Rental Assistance Programs. California continues to face significant economic and
budgetary challenges, which may effect the Commission’s state funded programs and the ability of
individuals and non-profits to pay their Commission-sponsored loans.

Request for Information

This annual report is intended to provide citizens with a general overview of the Commission's finances.
Questions about this report should be directed to the Commission's Executive Director at 1440
Guerneville Road, Santa Rosa, CA 95403.



Sonoma County Community Development Commission
Proprietary (Enterprise) Fund Type
Santa Rosa, CA

Statement of Net Position
June 30, 2015

ASSETS
Current Assets
Cash and cash equivalents:

Unrestricted S 15,966,155
Restricted 576,988
Subtotal 16,543,143
Accounts receivable (net) 3,452,725
Prepaids 19,328
Total Current Assets 20,015,196
Noncurrent Assets
Capital assets (net) 9,669,238
Long-term notes and related interest receivable (net) 67,696,201
Total Noncurrent Assets 77,365,439
TOTAL ASSETS 97,380,635
DEFERRED OUTFLOWS OF RESOURCES 575,868
LIABILITIES
Current Liabilities
Accounts payable
Vendors 518,217
Other governments 173,711
Subtotal 691,928
Other liabilities 172,923
Compensated absences - current 24,495
Total Current Liabilities 889,346
Noncurrent Liabilities
Compensated absences - long-term 138,805
Net pension liability 1,652,767
Total Noncurrent Liabilities 1,791,572
TOTAL LIABILITIES 2,680,918
DEFERRED INFLOWS OF RESOURCES 347,579
NET POSITION
Investment in capital assets 9,669,238
Restricted 561,974
Unrestricted 84,696,794
TOTAL NET POSITION S 94,928,006

See notes to financial statements 3









Sonoma County Community Development Commission
Proprietary (Enterprise) Fund Type
Santa Rosa, CA

Notes to Financial Statements
For the Year Ended JUNE 30, 2015

The notes to the basic financial statements include a summary of significant accounting policies and other notes
considered essential to fully disclose and fairly present the transactions and final position of the Sonoma County
Community Development Commission as follows:

Note 1. Summary of Significant Accounting Policies

Note 2. Cash and Equivalents, and Investments

Note 3. Accounts Receivable

Note 4. Long-term Notes Receivable and Interest Receivable
Note 5. Capital Assets

Note 6. Other Liabilities

Note 7. Long-term Liabilities

Note 8. Pension Plan

Note 9. Other Post-Employment Health Benefits

Note 10. Contingent Liabilities

Note 11. Related Party Transactions

Note 12. Changes in Accounting Policies and Prior Period Adjustments



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Introduction

The financial statements of Sonoma County Community Development Commission (the “Commission”) have been
prepared in accordance with generally accepted accounting principles (GAAP). The Governmental Accounting Standards
Board (GASB) is the standard-setting body for establishing GAAP for state and local governments through its
pronouncements (Statements and Interpretations). The Commission has previously implemented GASB Statement 34,
Basic Financial Statements — and Management's Discussion and Analysis-for State and Local Governments. Certain
significant changes in the statements are as follows: The financial statements will include a Management's Discussion
and Analysis (MD&A) section providing an analysis of the Commission’s overall financial position and results of
operations.

Sonoma County Community Development Commission is a special-purpose government engaged only in business-type
activities and, therefore, presents only the financial statements required for proprietary (enterprise funds), in
accordance with GASB Statement 34, paragraph 138 and GASB 63. For these governments, basic financial statements
and required supplemental information consist of:

Management Discussion and Analysis (MD&A)

Enterprise fund financial statements consisting of:
0 Statement of Net Position
O Statement of Revenues, Expenses & Changes in Fund Net Position
0 Statement of Cash Flows

e Notes to Financial Statements

Required supplemental information other than MD&A

Under the United States Housing Act of 1937, as amended, the U.S. Department of Housing and Urban Development
(HUD) has direct responsibility for administering low income housing programs in the United States. Accordingly, HUD
has contracted with the Commission to administer certain HUD funds.

A. Reporting Entity

The Commission was established as a separate public and corporate entity pursuant to Section 34110 of the
California Health and Safety Code. The Commission is governed by the Board of Commissioners who are
appointed by the Elected Board of Supervisors of Sonoma County. The exercise of this oversight responsibility
causes the Commission to be an integral part of the County of Sonoma’s (the “County”) reporting entity.
Therefore, the Commission’s basic financial statements are expected to be included as a component unit in
the County’s annual financial report for the fiscal year ended June 30, 2015.

The Commission’s financial statements include activities over which the Board of Commissioners has oversight
and budgeting responsibility. Sonoma County Commission is included in the reporting entity.

GASB established criteria for determining the governmental reporting entity’s status as either a primary
government or component unit of a primary government. Under provisions of this statement, Sonoma County
Community Development Commission is considered a component unit of the County although it is a legally
separate special-purpose government, it does not have a separately elected governing body from that of the
County and is not fiscally independent of other state and local governments. Fiscally independent means that
the Commission may, without the approval or consent of another governmental entity, determine or modify
its own budget, control collection and disbursements of funds, maintain responsibility for funding deficits and
operating deficiencies, and issue bonded debt.



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

The main programs of the Commission are as follows:

Housing Choice Vouchers Program- Designed to aid very low-income families in obtaining decent, safe,
and sanitary rental housing. The Commission administers contracts with independent land-lords that own
property and rent that property to families that have applied for housing assistance through the
Commission. The Commission subsidizes the family's rent through a Housing Assistance Payment made to
the landlord. The program is administered under an Annual Contributions Contract (ACC) with HUD. HUD
provides Annual Contributions Funding to enable the Commission to structure a lease that sets the
participants' rent at 30% of household income.

Community Development Block Grant Program — The primary objective of the Community Development
Block Grants (CDBG)/Entitlement Grants program (large cities and urban counties) (24 CFR part 570 subpart
D) is to develop viable urban communities by providing decent housing, a suitable living environment, and
expanded economic opportunities, principally for persons of low and moderate income.

Hazard Mitigation Grant Program - The Hazard Mitigation Grant Program (HMGP) is a cost-shared program
administered by the Federal Emergency Management Agency (FEMA), Department of Homeland Security.
The program’s purpose is to mitigate the vulnerability of life and property to future disasters during the
recovery and reconstruction process following a disaster. HMGP provides funds to implement projects to
reduce risk from future hazard events.

Other Commission Programs —The Commission operates several other programs that assist in the realization
of Commission’s goals and/or enhance the above programs.

B. Basic Financial Statements/Funds

All activities of Sonoma County Community Development Commission are reported in proprietary fund types.
The focus of proprietary fund measurement is upon determination of operating income, changes in net
position, financial position and cash flows. The generally accepted accounting principles applicable are those
similar to businesses in the private sector. Enterprise funds are required to be used to account for operations
for which a fee is charged to external users for goods or services and the activity (a) is financed with debt that
is secured by the Commission’s capital assets and by a pledge of the net revenues, (b) has third party
requirements that the cost of providing services, including capital costs, be recovered with fees and charges or
(c) establishes fees and charges based on a pricing policy designed to recover similar costs.

In the Statement of Net Position, equity is classified as net position and displayed in three components:

a) Net Investment in capital assets — Consists of capital assets, net of accumulated depreciation and
reduced by the outstanding balance of any notes or other borrowings attributable to those capital
assets.

b) Restricted net position — Consists of net position with constraints placed on the use either by
external groups, such as grantors or laws and regulations of other governments, or law through
constitutional provisions or enabling legislation.

c) Unrestricted net position — All other net position that do not meet the definition of “restricted” or
“net investment in capital assets”.

When both restricted and unrestricted net positions are available for use, generally it is the Commission’s
policy to use restricted resources first.



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

D.

Accrual Basis of Accounting

Basis of accounting refers to the point at which revenues or expenses are recognized in the accounts and
reported in the financial statements. It relates to the timing of the measurements made regardless of the
measurement focus applied.

Proprietary fund financial statements are presented on the accrual basis of accounting. Revenues are
recognized when earned and expenses are recognized when incurred.

Budgetary Data

Enterprise fund service delivery levels are determined by the extent of consumer demand. Because enterprise
fund revenues and expenses fluctuate with changing service delivery levels, generally accepted accounting
principles do not require the financial statements to include budgetary comparisons and, accordingly, these
comparisons have not been included.

Budgets are prepared for regulatory purposes in accordance with Sonoma County Community Development
Commission’s contract with HUD. The Commission prepares annual budgets for each program. Prior to the
beginning of each budget year, the Commission's annual budget is approved by its governing body. Budgetary
amendments require approval by the governing body. All budgetary appropriations lapse at the end of each
year.

Financial Statement Accounts & Other Accounting Matters

Revenues. All Sonoma County Community Development Commission revenues are accrued. These revenues
consist of user charges for rents, utilities, repairs and other miscellaneous charges. Monies received from
customers for security deposits are recorded as a liability upon receipt. Subsidies and grants, which finance
current operations, are reported as operating revenues. Subsidies and grants, which finance capital
operations, gain/loss on sale of fixed assets, and interest income/expense, are reported as non-operating
revenues. All revenues generated by a program are only used for that program’s purposes.

Revenues for government-mandated and voluntary exchange transactions, are recorded when all applicable
eligibility requirements, including time requirements, are met. Resources received before all eligibility
requirements are met are reported as deferred inflows of resources or unearned revenues.

In accordance with GASB standards, for the fiscal year ended June 30, 2015, dwelling income and other rental
related fees of $370,715 have been reported net of concessions of $(51).

Expenditures. Expenditures are recognized when the liability is incurred. Inventory costs are reported in the
period when inventory items are purchased due to triviality of inventory balances.

Cash and Equivalents, and Investments.

a. Cash and Equivalents. The Commission defines cash to include certificates of deposit,
money market funds, savings accounts, demand deposits, and other short-term securities
with original maturities of three months or less; consequently, the cost, carrying value, and
market value are equivalent.

b. Investments. Investments, if any, would be carried at fair market value, except for U.S.
Treasury Bills, which would be carried at amortized cost.

The majority of the Commission’s cash and investments are pooled with the Sonoma County Treasurer in the
County Treasury Investment Pool (“the Treasury Pool”), which is an external investment pool.



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

The Commission also has cash deposits with banks and investments which are held by outside trustees. The
Sonoma County Treasurer acts as a disbursing agent for the Commission. The fair value of the investments in
the Sonoma County Treasury pool is determined quarterly. Realized and unrealized gains or losses and interest
earned on pooled investments are allocated quarterly to the appropriate funds based on their respective
average daily balance for that quarter.

During the fiscal year and at year-end, all cash was held in the form of interest bearing accounts. The deposits
and the above described investments with an original maturity of 90 days or less are considered cash and cash
equivalents for the Statement of Cash Flows.

Restricted Cash. Restricted cash consists of cash set aside by HUD for the Housing Choice Voucher Program, cash
and investments that are held in trust, reserves and escrows, as well as other cash and investments that are
restricted for specific purposes.

Accounts Receivable. Accounts receivable consists of all amounts earned at year end and not yet received.
Allowances for uncollectible accounts are based upon historical trends and periodic aging of accounts receivable.

When applicable, included in accounts receivable are Due From Other Governments which represent amounts
due to the Commission and represents revenues earned or accrued in the current period. These include amounts
due from grantors for grants for specific programs. Allamounts are deemed to be fully collectible, therefore no
allowance for uncollectable amounts have been recorded.

Assets Held for Sale. If any, an asset which the Commission is not using in operations and that is intended to sell
is classified on the Statement of Net Position as “Assets Held for Resale.” The carrying value of an asset is the
lower of the asset’s cost or its net realizable value.

Notes and Related Interest Receivable. As part of the Commission’s housing rehabilitation programs and low-
income housing development programs, the Commission makes certain loans to homeowners, non-profit
agencies and for-profit entities. The Commission accrues interest on these loans based on the loan agreement.

The Commission’s notes receivable are primarily “second mortgages” which follow a first lender in order of
security interest. It is the Commission’s practice to primarily make only “traditional” fixed interest rate loans
with 20 to 30 year amortization periods.

The Commission performs an analysis of notes receivable annually to estimate the potential for uncollectible
notes and interest receivable. This analysis involves consideration of the notes risk of default and, should a

default take place, the probability that the value of the property on which the note is secured will be less than
the related outstanding debt.

Section Intentionally Left Blank
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Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

Capital Assets. Capital assets purchased or acquired with an original cost of $5,000 or more are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair market value as of the date
received. Additions, improvements, and other capital outlays that significantly extend the useful life of an asset
are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.

Depreciation of exhaustible capital assets is charged as an expense against operations utilizing the straight-line
method. Accumulated depreciation is reported on the Statement of Fund Position. The estimated useful lives for
each major class of depreciable fixed assets are as follows:

Asset Class Estimated Lives
Buildings and improvements 30-50
Machinery and equipment 3-15

No capital asset impairments were recorded for the year ended June 30, 2015.

Compensated Absences. Compensated absences are absences for which employees will be paid, i.e., vacation
and other approved leaves, with the exception of those employees that are terminated on grounds of gross
misconduct. The Commission accrues the liability for those absences for which the employee has earned the
rights to the benefits. Accrued amounts are based on the current salary rates. Permanent Commission
employees earn from 10 to 20 vacation days a year, depending upon their length of employment, and 13 sick
days a year. Employees can carry forward up to the equivalent number of vacation days earned in the
immediately preceding thirty-six month period and an unlimited number of unused sick leave days.

Upon termination or retirement, permanent employees are entitled to receive compensation at their current
base salary for all unused vacation leave. The monetary equivalent of 25% of all unused sick leave is used in the
calculation of retirement benefits, but not paid to the employee upon separation.

Use of Estimates. The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Tenant Security Deposits. Security deposits consist of amounts held in trust with Sonoma County Community
Development Commission in order for tenants to secure apartment leases.

Unearned Revenue. Unearned revenues, if any, consist of rental payments made by tenants in advance of their
due date, and rental supplements to be paid to owners of private dwellings during the first month of the next
fiscal year as well as grant advances that are only subject to performance milestones in order to recognize
revenues.

Deferred Inflows/Outflows of Resources. In accordance with GASB 63, in addition to assets, the statement of
net position will sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, Deferred Outflows of Resources, represents a consumption of net position that appliesto a
future period and so will not be recognized as an expense or expenditure until then. The Commission had
deferred outflows of resources consisting of pension contributions subsequent to the measurement date of June
30, 2014 of $222,805. Additionally, the Commission had deferred outflows of resources related to changes in
proportions and differences between employer's contributions and their proportionate share of contributions to
the pension plan of $353,063.

11



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

Also, in addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, Deferred Inflows of Resources, represents an
acquisition of net position that applies to a future period and so will not be recognized as revenue until then.
The Commission deferred inflows of resources consist of net differences between projected and actual earnings
of pension plan. The balance as of June 30, 2015 was $347,579.

Pensions. For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net position of
the County Employees Pension Plans (CEPP) and additions to/deductions from CEPP’s fiduciary net position have
been determined on the same basis as they are reported by the Sonoma County Employee’s Retirement System
(SCERA) Financial Office. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.

Depreciation. Depreciation expense of $154,339 has been recognized during the year ended June 30, 2015.

Income Taxes. The Commission is not subject to federal or state income taxes.

Interfund Eliminations. All interfund receivables and payables between program and (if applicable) blended
component units have ben eliminated in the financial statements. As have any inter-program or company
revenues and expenses.

Leasing Activities. The Commission is the lessor of dwelling units to eligible residents. The rents under the leases
are determined generally by the residents’ income as adjusted for eligible deductions regulated by HUD,
although the residents may opt for a flat rent. Leases may be cancelled at any time or renewed annually. The
Commission may cancel the leases only for a cause. Revenues associated with these leases are recorded in the
accompanying financial statements and related schedules within dwelling rent revenue.

Impact of Recently Issued Accounting Standard.

GASB 67/68 Financial Reporting for Pension Plans - Amendment of GASB 25. In June 2012, the GASB issued GASB
Statement No. 68 — ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS—AN AMENDMENT OF GASB
STATEMENT NO. 27. The scope of this Statement addresses accounting and financial reporting for pensions that
are provided to the employees of state and local governmental employers through pension plans that are
administered through trusts.

This Statement establishes standards for measuring and recognizing liabilities, deferred outflows of resources,
and deferred inflows of resources, and expense/expenditures. For defined benefit pensions, this Statement
identifies the methods and assumptions that should be used to project benefit payments, discount projected
benefit payments to their actuarial present value, and attribute that present value to periods of employee
service.

Note disclosure and required supplementary information requirements about pensions also are addressed.
Distinctions are made regarding the particular requirements for employers based on the number of employers
whose employees are provided with pensions through the pension plan and whether pension obligations and
pension plan assets are shared.

GASB 68 is effective for the Commission’s fiscal year ended June 30, 2015. As a result, the Commission is

required to make a prior period adjustment to book the Net Pension Liability of $1,282,833 and an equal
corresponding reduction in Net Position.

12



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

GASB 70 Accounting and Financial Reporting For Nonexchange Financial Guarantees. The Commission did not
extend financial guarantees for obligations of another government, a non-profit agency, or a private entity.
Therefore, this Statement does not apply.

Subsequent Events. Sonoma County Community Development Commission adopted the Subsequent Events
topic of the GASB Accounting Standards, which requires disclosure of the date through which subsequent events
have been evaluated. Management performed an evaluation of the Commission’s activity through December 04,
2015, the audit report date, and has concluded that no pertinent information should be disclosed.

2. CASH AND EQUIVALENTS, AND INVESTMENTS
Cash and equivalent, and investments were comprised of the following categories as of June 30, 2015:

Unrestricted
Petty cash S 250
Checking and money market accounts 15,965,905
Subtotal 15,966,155
Restricted
Deposits held in trust - tenant security 15,014
Reserves and escrows 561,974
Subtotal 576,988
Total cash and investments S 16,543,143

Sonoma County Pooled Cash

The Commission follows the practice of pooling cash and investment of funds with the County Treasurer except
for funds required to be held by outside fiscal agents or trustees under the provisions of bond indentures and
grant agreements. The Treasury Oversight Committee has regulatory oversight for all monies deposited into the
Treasury Pool.

Interest income earned on pooled cash and investments is allocated quarterly to the various funds based on the
average daily balances by fund during the quarter. Interest income from cash and investments with fiscal agents
or trustees is credited directly to the related fund.

Non-Pooled Cash and Investments
The following schedule shows the pooled and non-pooled cash amounts as of year end:

Cash inside Sonoma County Treasurer's Pool S 12,407,444
Cash outside Sonoma County Treasurer's Pool 4,135,699
Total cash and investments S 16,543,143

Investment Guidelines

The Commission's pooled cash and investments are invested pursuant to investment policy guidelines
established by the County Treasurer and approved by the Board of Supervisors. The objectives of the policy are,
in order of priority: safety of capital, liquidity and maximum rate of return. The policy addresses the soundness
of financial institutions in which the County will deposit funds, types of investment instruments as permitted by
the California Government Code, and the percentage of the portfolio that may be invested in certain
instruments with longer terms to maturity.

13



Notes to Financial Statements (continued)
For the Year Ended JUNE 30, 2015

Permitted investments include the following:

. U.S. Treasury and Federal Agency securities

. Bonds issued by local agencies

. Registered State Warrants and Municipal Notes
. Negotiable certificates of deposit

. Bankers' acceptances

. Commercial paper

. Medium-term corporate notes

. Local Agency Investment Fund (Slate Pool) demand deposits
. Repurchase agreements

. Shares of a mutual fund average life

. Collateralized mortgage obligations

. Joint power agreements

A copy of the County Investment Policy is available upon request from the Treasurer at 585 Fiscal Drive, Room
1001F, Santa Rosa, California, 95403.

Investment in County Treasurer’s Pooled Cash

As of June 30, 2015, the Commission's cash and investments balance managed by the County Treasurer was
$12,407,444. At that time, the weighted average maturity of the investments in the pool was less than two
years. The credit rating and other information regarding the Treasury pool for the year is disclosed in Sonoma
County's 2014-2015 Comprehensive Annual Financial Report.

The net decrease in the fair value of the Commission's investments during the year was $59,957. This amount
takes into account all changes in fair value (including purchases and sales) that occurred during the year. The
cumulative unrealized gain on investments held at year end amounted to $30,816. The realized gain and loss
from securities matured during the current fiscal year are recognized through the net change in the fair value of
the investment held in the Treasury Pool.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to
changes in market interest rates. One of the ways that the Commission manages its exposure is to spread its
cash between several financial institutions. The majority of the Commission's cash and investments are held by
the Treasury Pool, which has a weighted average maturity of less than two years.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a
government will not be able to recover its deposits or will not be able to recover collateral securities that are in
the possession of an outside party. The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty to a transaction, a government will not be able to recover the value of its investment
or collateral securities that are in the possession of another party.

California law requires banks and savings and loan institutions to pledge government securities with a market
value of 110% of cash, deposit or first trust deed mortgage notes with a value of 150% of the deposit as
collateral. Under California law this collateral is held in the Commission's name and places the Commission
ahead of general creditors of the institution. The Commission has waived the collateral requirements for the
portion of deposits covered by federal deposit insurance.
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As of June 30, 2015, $500,000 of the Commission's cash with financial institutions outside of the Sonoma County
Treasurer’s Pool was federally insured and the remaining cash not covered by the FDIC was fully collateralized
by pledged securities per written agreements with the financial institutions utilized by the Commission and
therefore not exposed to custodial risk.

Concentration of Credit Risk

The investment policy of the Commission contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the California Government Code. The Commission has no investments in any
one issuer (other than U.S. Treasury securities and mutual funds) that represent 5% or more of total
investments. Below indicates the concentration of cash deposits with financial institutions outside of the County
of Sonoma Treasurer’s Pool as of June 30, 2015:

Exchange Bank S 1,156,273 28%
WestAmerica Bank 2,979,426 72%

Cash outside Sonoma County Treasurer's Pool S 4,135,699 100%
Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The Commission follows the County's policy to purchase investments with the minimum ratings
required by the California Government Code. The Commission does not currently hold any investments to
report.

3. ACCOUNTS RECEIVABLE
Accounts receivable consisted of the following as of June 30, 2015:

Fraud recovery S 238,741
Less: Allowance (238,741)
Fraud recovery (net) -
Tenant rents receivable 82
Less: Allowance -
Tenant rents receivable (net) 82
Due from other governments 3,345,487
Density bonus 17,550
Miscellaneous other 89,606
Accounts receivable (net) S 3,452,725
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4, LONG-TERM NOTES RECEIVABLE AND INTEREST RECEIVABLE
There are various types of notes receivable. Some require monthly principal reduction, and others have balloon
payments at the end of the term of the note. Interest rates on the loans range from zero to ten percent per
annum. Long-term notes receivable and interest receivable consisted of the following at year end:

Long-term notes rece